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EFFECT OF PARTIAL CONDEMNATION AND OF A TEMPORARY 
EASEMENT ON THE VALUE OF A SERVICE STATION 


station does not necessarily decrease its value, nor does an easement to 


+ HE condemnation of several thousand square feet off the front of a service 
use a portion of it as a temporary highway necessarily result in damages. 


The following appraisal has been taken from our files to illustrate these prin- 
ciples. All names of persons and places have been changed. The owner was ask- 
ing $16,000 damages; after the appraisal was made for the State Highway De- 
partment and read by the owner, he accepted an out-of-court settlement of $1, 000. 


APPRAISAL OF DAMAGES TO A SERVICE STATION SITE 
AT THE INTERSECTION OF TWO MAJOR HIGHWAYS 


The purpose of this appraisal is to estimate the 
PURPOSE OF APPRAISAL value of that part of a site being taken fora high- 

way right-of-way and the damages due to the use 
of a temporary easement across the subject property. A sketch of this property 
and its surrounding area, together witha description, is shown on page 306. On this 
sketch the part taken for the right-of-way is shaded blue and the part to be used as 
a tetnporary easement is shaded red. 


This site, being in an unincorporated area, is 
ZONING not zoned. 


The subject property is locatedon the southwest 
LOCATION corner of Highways 20 and 173. Highway 173 is 

a continuation of Illinois Avenue in Scottville, 
which is just north of this intersection. 


Both highways are of major importance and carried the following motor- 
vehicular traffic in 1953, according to the State Highway Department: 
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DESCRIPTION OF SITE 


The site has a frontage on the south line of Highway 20 of 286 feet, more or less, and fronts 
240 feet, more or less, on the west line of Highway 173. The east property line, which has a 
frontage on Highway 173, and the northproperty line, which has a frontage on Highway 20, do not 
meet. Instead, the east property line stops approximately 35 feet before it reaches what would 
be the north property line. At this point where the east property line stops (going northwardly), 
the property line cuts diagonally toward the northwest and meets the northern property line ap- 
proximately 35 feet west of what would be the eastern property line if the eastern property line 
continued straight northwardly. The frontage on this angle is 48 feet, more or less. The north- 
east corner of this siteis cutoff at the present time for the highway right-of-way, which consists 
of two concrete viaducts or bridges. This 48 feet represents the northeast property line. The 
south property line of the site is parallel with the north property line, and extends westwardly 
from Highway 173 a distance of 341.0 feet. The western property line of the site forms a 90° 
angle with the southern property line and a 90° angle with the northern property line. This west- 
ern property line extends southwardly from Highway 20 a distance of 272 feet, more or less. 
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No. of all motor No. 
vehicles in commercial 
24 hours only 


Highway 20, west of Highway 173 8, 350 1, 870 
Highway 20, east of Highway 173 7,150 1,600 
Highway 173, south of Highway 20 3,100 850 
Highway 173, north of Highway 20 6, 200 1,000 


The State Highway Department estimates 1954 volume will be approximately 
10% higher than the volume for 1953. 


The Jones Oil Company, operating a cut-rate service station, has a large 
station of 15 pumps on the southeast corner of the intersection of these two high- 
ways. This station opened for business in September 1940, and is open 24 hours 
a day. The Smith Oil Company has a service station on the northeast corner of the 
intersection, with six pumps. This station has been in business since 1936, and 
is open daily from 7 A. M. to11 P.M. On the northwest corner is located an 
automobile agency for one of the three low-cost cars. 


We believe that the Jones station does a volume of approximately 1, 500, 000 
gallons per year, while the Smith station pumps about 300, 000 gallons per year. 
The difference in volume is due largely to the fact that Jones is a cut-rate sta- 
tion, staying open 24 hours a day. 


It is our opinion that the volume of traffic at the intersection of these highways 
is increasing. However, we believe that when the property under appraisement 
is fully developed and in operation as a service station, the other two stations 
will suffer a loss in volume, especially the station of the Jones Oil Company. 


This site is on the southwest corner of High- 
SITE ways 20 and 173. It is described in detail and 

shown in plat form on page 306 of this report. 
It contains approximately 79, 500 square feet and is at the approximate highway 
grade over the entire site, excepting the northeast corner, which slopes down to 
Upland Creek. 


Upland Creek goes under Highway 20 at an angle 
REASON FOR PROPOSED running from northwest to southeast and extends 
TAKING AND EASEMENT southeastwardly under Highway 173. At the point 

where the creek goes under these two highways, 
there are two concrete bridges, one over each highway. This creek flows from 
north to south, and the greater part of the time does not form any hazard to the 
surrounding property at this point. However, there have been times, such as in 
August 1946, when 18 inches of rainfall within 36 hours caused this creek to rise 
out of its banks to a height of 2 to 3 feet above the pavement level of Highways 20 
and 173. The openings under the bridges through which this creek flows are not 
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adequate to carry a heavy rain such as described above, and for this reason the 
State Highway Commission desires to double the width of the present viaducts or 
bridges. This will necessitate the purchasing of part of the subject site. This 
part that will be taken for a right-of-way is irregular in shape and contains an area 
of 2,259 square feet. It has dimensions of 26 feet on the south line of Highway 20, 
48 feet, more or less, along the diagonal cut-off, 60 feet on the west line of High- 
way 173, and approximately 113 feet along the southwest line of the part being 
taken. 


During the time these viaducts or bridges are being erected it will be neces- 
sary to block off Highway 20 for a time estimated at 1 year. The blocking of High- 
way 20 will necessitate a temporary detour over property to the north or to the 
south of the subject property, just east of the proposed temporary easement shown 
on the sketch on page 306. The logical and least expensive way would be to route 
this detour to the south. To provide right-of-way for this detour it would be 
necessary to secure a temporary easement over the subject property. On the 
sketch we have shaded in blue the land proposed to be taken for a highway, and 
shaded in red is the right-of-way required for a temporary easement. 


On the sketch is shown the location of the nine 
EFFECT OF EASEMENT proposed concrete islands, each of which will 

have two gasoline pumps. We have numbered 
these islands on the sketch and will hereafter refer to them by the number shown 
on the sketch. Islands 1, 2, 4, 5 and 9 cannot possibly be interfered with by the 
temporary easement. Island 3 at its closest point to the easement will be within 
16 feet instead of the desired 20 feet. Island 6 will be 13 feet from the easement, 
island 7 will be 4 feet 6 inches from the easement, and island 8 will be 14 feet 
from the easement. At first glance it might seem that this easement, being closer 
to islands 3, 6, 7 and 8, would be harmful to the volume of business that the 
Johnson Service Staticn will do. However, it is our understanding that the State 
Highway Commission will not prohibit any motor vehicle from stopping at any of 
these pumps, even though the wheels of the vehicle may rest on the easement. 


It would be possible for the State Highway Commission to build a temporary 
bridge across the creek to the north of Highway 20 and to the west of Highway 173 
and detour the traffic over this bridge. Should this be done, traffic over both high- 
ways would be diverted away from the subject site and the subject site, being used 
as a service station, would suffer a great deal of loss. With the Highway Com- 
mission diverting traffic across the northeast corner of the subject site, all traffic 
using Highway 20 would be forced over this temporary easement and would be 
more likely to make a purchase at the subject service station. It is our opinion 
that this forcing of the public attention to this service station is a great asset to 
the subject property and more than compensates for the temporary easement and 
for any inconvenience the operator of the service station might experience. It is 
this appraiser’s opinion that the subject property will suffer no loss in business 
whatsoever through the granting of this proposed temporary easement. 
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Onthe sketchare shown the shape and dimensions 
EFFECT OF PART TAKEN of the part being taken for the widening of the two 

viaducts or bridges, one of which is across High- 
way 20 and one across Highway 173. At the present time the northeast property 
line of the subject site abuts the southwest line of the present highway right-of- 
way. This southwest line of the highway right-of-way is a few feet southwest of 
the bank of the creek. For the proposed service station to utilize the entire site 
it would be necessary for it to build a retaining wall in order to level the surface 
of this site and also to prevent automobiles from rolling into the creek. 


The plans submitted by the Johnson Service Station to the Highway Department 
show the eastern edge of the easternmost entrance into the site from Highway 20 to 
be just at the westernmost point of the part being taken, and the northern line of 
the northernmost entrance on to the subject site from Highway 173 is at the 
southernmost point of the part being taken. Therefore, it can be seen that the 
taking of this small northeastern portion of the site will not affect the usable area 
of the site in any way. In fact, the new viaducts or bridges with their foot-and-a- 
half- to two-feet-high guardrails, instead of the present high rails, will afford a 
better view of the subject service station from all angles than if the present bridges 
were left unchanged. The new bridges will be much more attractive, and not only 
this site, but surrounding property will be protected from the possibility of flood- 
ing such as happened in August 1946. Actually, the subject site is not losing any of 
its effective frontage on either highway for the reason that the two entrances men- 
tioned before, which come off each highway, would not enter the site over the 
part being taken. A permit could not be obtained for this proposed service station 
if the service station intended to enter the site diagonally from the corner formed 
by the meeting of the two highways. This appraiser believes the widening of the 
two present viaducts or bridges and the complete boxing in of the creek at this 
point will not only be a great benefit to the subject site, but that no loss in value 
to the site will actually occur. However, it is realized that some compensation 
must be paid to the owner of the subject site for the part taken. It is our opinion 
that this part taken and the temporary easement should not affect the terms called 
for in the present lease. 


Since the lease is quite lengthy, only the important 
LEASE facts contained in itare listed below. The lease 

is dated September 25, 1953, and expires on 
September 24, 1963. The rent called for in the lease is $1, 800 per year, with 
the lessee paying all taxes and assessments, which in effect means that the $1, 800 
is net. The lessee has an option to renew the lease for another 10-year period, 
with an increase in rent of $600 per year payable at the end of each year, and the 
other terms of the lease remain the same. The lease also contains an option for 
purchasing the subject property at the end of 20 years from the effective date of 
the instrument for $30,000 in cash, less one-half of any amount received from 
condemnation proceedings or any friendly settlement out of court, whether volun- 
tary or otherwise, resulting from the State Highway Department’s taking any 
portion of the above-described property. 




















Under the subject of “Effect of Easement” we 
APPRAISAL OF TEMPORARY stated and gave our reasons for believing that 
EASEMENT AND OF PART the temporary easement would not adversely af- 
TAKEN fect the operation of the proposed service station 
or the value of the site or the improvements. 


Under the subject of “Effect of Part Taken” we have stated that while we did 
not believe any damages to the site would occur by the taking of this small por- 
tion, we realized that the owners would have to be compensated for the portion 
taken. We believe the only fair way to determine the value of the part taken is to 
determine the value of the entire site and then to prorate to the part taken the 
value determined per square foot. 


We have determined the value of this site by using a 6% capitalization rate on 
the rentals. The sum of $1, 800 capitalized at 6% gives a quotient of $30, 000, 
which coincides with the amount that the lessee must pay for the property if he 
exercises his option to purchase this site 20 years from the date of the lease. 


In order to determine the value of this site, we have added the present worth 
of $600 per year for 10 years, discounted at 6%, to start 10 years from date. 
This figure is (11.470 minus 7. 360 times $600) $2, 466, which we are calling 
$2,500. This sum of $2, 500 added to the sum of $30, 000 gives a total of $32, 500, 
which is the appraised value as of September 30, 1953. This sum of $32, 500 is the 
maximum value of the lessor’s interest. It is the sum of the present worth of the 
existing rental of $1, 800 per year for the next 10 years as provided for in the 
original lease, plus the present value of the rental of $2,400 per year as provided 
for in the renewal option for a period of 10 years but deferred 10 years, plus 
the reversionary value of the lessor’s interest in the purchase price provided for 
in the lease in the event the lessee exercises the option to purchase this property 
at the end of the 20-year period of the lease and its renewal for the sum of $30, 000. 


We have used this maximum value of the lessor’s interest as the fair market 
value because in our opinion the value of the subject property will increase within 
the next 20-year period. The reason for this belief is that the namber of auto- 
mobiles registered has been steadily increasing over the years. Furthermore, 
real property values in rural sections of the country in the proximity of major 
metropolitan areas have increased considerably in the past because of the rapid 
transportation provided by the automobile. 


Since the lessor ’s interest is limited by the terms of the lease, we are assum- 


ing that the lessee will exercise his option to purchase at the termination of the 
lease. 


In order to find the value per square foot we have divided the sum of $32, 500 
by the total area of the site before the taking, which is 79, 500 square feet, and 
arrive at a quotient of 41¢ per square foot. As the part taken contains 2, 259 

















square feet, at 41¢ per square foot the part taken has a value of $926.19. We are 
calling the value of the part taken $925. 


It may be claimed that the part being taken is the most valuable part of the 
frontage. This is not true at all as the site will be just as close to both highways 
after the taking as before. In fact, the taking constitutes in effect the taking of 
square feet of ground off the rear of the site. 


We believe we have taken into consideration the 
CONCLUSION various factors caused by the taking andthe tem- 

porary easement, and we believe that the total 
damages that the owners should secure are $925; this amount we have certi- 
fied to in our appraisal certificate. 


We are convinced from a study of all the facts that the lessees are not entitled 
to any payment for the land taken or for the temporary easement. 


Of course, this opinion of no damage due to the temporary easement is based 
on the assumption that the State Highway Department will remove the crushed 
stone and gravel roadbed on the easement. Further, we have assumed that the 
easement will be left level and at grade with the remainder of the site. In addi- 
tion it is understood that the State Highway Department will install and maintain a 
suitable billboard identification and remove same at the expiration of the tem- 
porary easement. 


NOTE: We have read a copy of Mr. Johnson’s letter of September 23, 1953. Mr. 
Johnson claims he is paying $72,000 for this site. Actually, he is paying $30, 000 
for the site 20 years from now which, discounted at 6%, is the equivalent of 
($30, 000 x . 1741) $5225 today. 


The remainder of this claimed $72, 000 cost is $42,000, which he is paying 
as rent for use of the site, and the word “cost” should not be used in the sense 
he uses it. This rent, discounted at 6% of today’s worth, is as follows: 


$1, 800 x 7. 360 $13, 250 
$2,400 x (11.470 - 7.360) 4.110 9, 865 
Today ’s worth of rent as per lease $23,115 


CHARLES R. nk, Ge 














